Corporate Governance Outline

I. Governance and Organizational Structures Overview
e Definition & Scope

o Examines how governance shapes decision-making, enforcement, and
accountability.

o Explores the interplay between organizational structures, situational awareness,
and moral agency potential.

e Key Perspectives

o Situational Awareness: Recognizing and responding to contextual and external
environmental factors.

o Moral Agency Potential: How organizations exercise ethical responsibilities and
impact various stakeholders.

Il. Ages and Organizational Structures
A. Shifting of Ages & Factors of Production
1. Land
2. Llabor
3. Capital
4. Entrepreneurship

Consider:

Historical epochs shift the relative importance of each factor. For example, while the Industrial Age
emphasized capital and labor, the Information Age increasingly values entrepreneurial innovation
and intellectual property.

B. Organizational Structures

e Definition:
The frameworks determining roles, responsibilities, and hierarchies within organizations.
(Reference: Organizational Structure)

C. History of Corporations

e Evolution:
The development of corporations from early partnerships to modern multinational
enterprises.

(Reference: Corporation)


https://en.wikipedia.org/wiki/Organizational_structure
https://en.wikipedia.org/wiki/Corporation

D. Organization Types
1. Nonprofit Organizations

e Characteristics:
Mission-driven, reinvesting surplus into programs, with accountability to donors and
communities.

e Pro Forma Organization Levels:
e A)Board of Directors --> B) Executive Directors
. C) Program Managers
e D) Staff/Volunteers
1. Hybrid For-Profit Organizations

e Characteristics:
Blend profit motives with social or environmental objectives (e.g., benefit corporations,
BLLCs, and social enterprises).

3. For-Profit Organizations

e Characteristics:
Primarily profit-driven, with structures focused on maximizing shareholder value.
(Reference: Utah Corporations — Business Entities)

lll. Governance Structures
A. Organizational Charts & Leadership

e Purpose:
Visual representations that clarify authority, roles, and communication channels.

e Example:
A traditional "tabulating machine company" chart can illustrate classic hierarchical
structures.
(Reference: Organizational Chart)

B. Corporate Board Roles & Structures
o Types:

1. One-Tier Board:
A unified board incorporating both management and independent directors.

2. Two-Tier Board:
Distinct supervisory and executive boards.


https://corporations.utah.gov/business-entities/
https://en.wikipedia.org/wiki/Organizational_chart

(Reference: Board of Directors)

C. Stock and Equity Structures

Overview:
The distribution of ownership and control via stock and equity.

(Reference: Stock)

D. Emerging Governance Structures

Innovations:
Decentralized models (e.g., DAOs, DACS, DAS) leveraging blockchain and smart contracts.

(Reference: DAOs, DACS, DAS...)

E. Network Theory

Application:
Analyzes the interconnections and flows of information, authority, and influence.

(Reference: Network Theory)

IV. Governance Theories

A. Academic Perspectives

Definition:
Governance comprises the processes and structures for decision-making and rule
enforcement.

Key Concepts:
o Metagovernance: Oversight of governance systems.
o Normative Governance: Frameworks based on established values and standards.

o (References: Governance | Corporate Governance)

A. Corporate Governance Theories

1.

Agency Theory:
Focuses on conflicts between shareholders (principals) and managers (agents).

Stewardship Theory:
Emphasizes trust and the intrinsic motivation of managers.

Resource Dependency Theory:
Examines how external resources affect organizational behavior.

Transaction Cost Theory:
Considers the costs associated with organizational exchanges.


https://en.wikipedia.org/wiki/Board_of_directors#%3A%7E%3Atext%3DDirectors%20%2A%20A%20chief%20executive%20officer%20(CEO)
https://en.wikipedia.org/wiki/Stock
https://blog.ethereum.org/2014/05/06/daos-dacs-das-and-more-an-incomplete-terminology-guide
https://en.wikipedia.org/wiki/Network_theory
https://en.wikipedia.org/wiki/Governance
https://en.wikipedia.org/wiki/Corporate_governance

5. Shareholder Theory / Friedman Doctrine:

Prioritizes maximizing shareholder value.
(Reference: Friedman Doctrine)

Stakeholder Theory:
Broadens the focus to include diverse stakeholder interests.
(Reference: Stakeholder Theory)

C. Additional Academic Resources
e Research Papers & Articles:

o SSRN Paper on Corporate Governance Theories

o EJBMR Article on Governance

Society Resources:
Society for Corporate Governance

V. Governance Modeling

A. Governance Trees & Structures

Concentric Circles and units of Governance

Graphical Visual Representation of Closely Held Business Governance Unit:
Aspects of unit depicted in 4 quadrant model:

o Upper Right: Shareholders (primary interest)
o Bottom Left: “Community and System” cultural metrics

o Upper Left: “Beautiful” practices—aesthetic, personally moral/ethical,
sustainable, and innovative

o Bottom Right: Systems integrations

VI. Perspectives on Corporate Moral Agency

A. Academic Perspectives


https://en.wikipedia.org/wiki/Friedman_doctrine
https://en.wikipedia.org/wiki/Stakeholder_theory
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID4549766_code1647352.pdf?abstractid=4549766&mirid=1&type=2
https://www.ejbmr.org/index.php/ejbmr/article/download/1668/956/5830
https://www.societycorpgov.org/home

e Scope:
Examines how corporations assume ethical responsibilities and exercise decision-making.

e (Reference: Georgetown Law Public Policy Journal)
B. Key Case Studies

e Citizens United:
Its impact on political spending and corporate influence in democracy.
(Reference: Citizens United v. FEC)

C. Moral Agency Elements
e Classification:
o Moral Agents: Owners, leadership, managers, employees.
o Moral Patients: Broader stakeholders (customers, communities, the environment).
e Discussion Points:
o Are corporations “only rational beings”?
o How ethical decisions are integrated into policies.

e (Reference: Moral Agency)

VII. Corporate Governance Reform/Consequences
A. Regulatory Environment
e Sarbanes—Oxley Act (SOX):
o Key Provisions:
= Mandatory CEQ/CFO certification of financial statements.
= Establishment of robust internal controls.

o Impact:
Enhances transparency and accountability.

o (Reference: Sarbanes—Oxley Act)

A. Broader Consequences

e Discussion:
How governance reforms shift board responsibilities, risk management approaches, and
corporate culture.

VIII. Duties to the Corporation


https://www.law.georgetown.edu/public-policy-journal/wp-content/uploads/sites/23/2019/12/17-S-Caulfield-Laufer.pdf
https://en.wikipedia.org/wiki/Citizens_United_v._FEC
https://en.wikipedia.org/wiki/Moral_agency#%3A%7E%3Atext%3DMoral%20agency%20is%20an%20individual%27s%2Creference%20to%20right%20and%20wrong.%22
https://en.wikipedia.org/wiki/Sarbanes%E2%80%93Oxley_Act

A. Fiduciary Duties

e Co

re Duties:

1. Duty of Loyalty:

= Avoid self-dealing and conflicts of interest.

2. Duty of Care:

= Exercise due diligence and prudent decision-making.

3. Duty of Good Faith:

= Uphold transparency and ethical standards.

B. Additional Duties

1. Obedience to Constitutional Documents:

o Adherence to bylaws and organizational charters.

2. Disclosure of Conflicts:

o Full transparency regarding potential conflicts of interest.

3. Confidentiality:

4. Ove

o Safeguarding sensitive corporate information.

rsight:

o Monitoring actions to ensure alignment with corporate goals.

C. By Contrast: Duty of Loyalty vs. Duty of Care

Aspect Duty of Loyalty Duty of Care
Focus Preventing self-dealing and conflicts | Exercising prudent decision-making and
of interest diligence

Legal Statutory guidelines with board Varies between common-law and
Framework oversight statutory standards

) ] ) Implementing controls to avoid oversight
Examples Approving self-dealing transactions .

negligence

IX. Employee Duty — Failure Spectrum

A. Overview




e Concept:
How employee performance and behavior impact corporate responsibilities, ranging from
detrimental to exemplary.

B. Spectrum of Performance Factors of Failure
e Key Elements of Failure:
o Deviance
o Inattention
o Lack of Ability
o Faulty or Incomplete Processes
o Task Difficulty
o Process Complexity
o Uncertainty about the Future
o Hypothesis Testing
o Exploratory Testing

C. Example Matrix: Employee Duty Evaluation and Failure Analysis

Performance Factor Blameworthy (Low Acceptable Praiseworthy (High Duty)
Duty) Range
Deviance High frequency Occasional None
Inattention Frequent Occasional Rare/None
Ability Inadequate Competent Exceptional
) Process improvement driven
Process Faultiness [Recurrent errors Occasional errors
Task Difficulty .
Overwhelmed Manageable Effectively managed
Management
. . Adequate ) ) .
Complexity Poor adaptation . Proactive and innovative
handling
Management
Uncertainty Unresponsive Responsive Proactive adaptation
Adaptation
Testing Approaches |Insufficient testing Routine testing Innovative and exploratory
i Limited ) .
Exploratory Testing Absent . Extensive and strategic
exploration




X. Project Management & Adaptive Strategies for Governance Change
A. Overview

e Objective:
To implement governance changes or stabilize good governance by leveraging project
management and adaptive strategies.

e Importance:
Adaptive strategies help organizations remain resilient in dynamic environments while
optimizing internal processes.

B. Normative Notions of Good Governance

e Definition:
Normative good governance is based on established principles and standards seen as ideal
for effective, ethical, and transparent management.

e Key Principles:
o Transparency
o Accountability
o Responsiveness
o Inclusiveness
o Rule of Law
o Effectiveness & Efficiency
B. Tools of Process Management for Governance Change
1. BPMN (Business Process Model and Notation):

o Usage:
Provides a standardized visual representation of business processes to streamline
decision-making.

o Example:
Flowcharts that map out governance procedures.

o Resource Link:
BPMN Overview



https://www.omg.org/spec/BPMN/

2. SixSigma:

o Usage:
A methodology focused on reducing process defects and variability through data-
driven techniques.

o Example:
The DMAIC framework (Define, Measure, Analyze, Improve, Control).

o Resource Link:
Six Sigma Fundamentals

3. TQM (Total Quality Management):

o Usage:
An organization-wide approach focused on continuous improvement, customer
satisfaction, and employee involvement.

o Example:
Cycles of continuous improvement (Plan-Do-Check-Act).

o Resource Link:
TQM Overview

4. Risk Management Tools:

o Usage:
To identify, analyze, and mitigate risks that may affect corporate governance.

o Example:
Risk matrices, SWOT analysis, and contingency planning.

o Resource Link:
Risk Management —1SO 31000

D. Implementation Through Program Design
e Adaptive Strategies:
o Employ agile project management methods to enable rapid adjustments.

o Integrate normative governance principles with practical process management
tools.

e Integration of Tools:
o Use BPMN for mapping current decision flows.
o Apply Six Sigma to pinpoint process inefficiencies.

o Implement TQM practices to foster continuous improvement.


https://asq.org/quality-resources/six-sigma
https://asq.org/quality-resources/total-quality-management
https://www.iso.org/iso-31000-risk-management.html

o Incorporate risk management frameworks to continuously monitor and address
potential governance threats.

e Case Example:

o A corporation may design a comprehensive program that uses a BPMN diagram for
process visualization, Six Sigma for defect reduction, and TQM for ongoing quality
improvements—all supported by risk management dashboards to measure key
performance indicators (KPIs).

XI. Additional Resources & References

e Organizational Structure:
Organizational Structure — Wikipedia

e History of Corporations:
Corporation — Wikipedia

e Organizational Charts:
Organizational Chart — Wikipedia

e Corporate Board Roles:
Board of Directors — Wikipedia

e Stock & Equity:
Stock — Wikipedia

e Emerging Structures (DAOs, etc.):
DAQOs, DACS, DAS... — Ethereum Blog

e Network Theory:
Network Theory — Wikipedia

e Corporate Governance:
Corporate Governance — Wikipedia

e Friedman Doctrine:
Friedman Doctrine — Wikipedia

e Stakeholder Theory:
Stakeholder Theory — Wikipedia

e Citizens United:
Citizens United v. FEC — Wikipedia

e Moral Agency:
Moral Agency — Wikipedia

e Sarbanes—-Oxley Act:
Sarbanes—Oxley Act — Wikipedia



https://en.wikipedia.org/wiki/Organizational_structure
https://en.wikipedia.org/wiki/Corporation
https://en.wikipedia.org/wiki/Organizational_chart
https://en.wikipedia.org/wiki/Board_of_directors#%3A%7E%3Atext%3DDirectors%20%2A%20A%20chief%20executive%20officer%20(CEO)
https://en.wikipedia.org/wiki/Stock
https://blog.ethereum.org/2014/05/06/daos-dacs-das-and-more-an-incomplete-terminology-guide
https://en.wikipedia.org/wiki/Network_theory
https://en.wikipedia.org/wiki/Corporate_governance
https://en.wikipedia.org/wiki/Friedman_doctrine
https://en.wikipedia.org/wiki/Stakeholder_theory
https://en.wikipedia.org/wiki/Citizens_United_v._FEC
https://en.wikipedia.org/wiki/Moral_agency#%3A%7E%3Atext%3DMoral%20agency%20is%20an%20individual%27s%2Creference%20to%20right%20and%20wrong.%22
https://en.wikipedia.org/wiki/Sarbanes%E2%80%93Oxley_Act
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